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In response to a reference by Mr, Cs.bot to the visit of the 


Eisenhower mission, SeKor Guevara remarked that the visit had 


produced an excellent and far-reaching effect in Bolivia. 


The 




enthusiastic reception which the people had given to Dr. Eisenhower 
had been entirely spontaneous. Iliis enthusiasm, which had endured, 
had provided an Important element of the base on which the 
Bolivian Government was now erecting its policy of open friend¬ 
ship with the United States. 


The subj 


of the United States aid program for Bolivia 


then came 
gratitude 


up, an 
of his 


and the Foreign Minister expres 


the deep 


Government, saying that this assistance \w'ould 


help Bolivia cover the gap in her essential payments during 


the period for which the assistance was scheduled. However, 
he pointed out, without further assistance of some sort in the 
follov/ing year Bolivians position would be even more desperate 
than it had been when the present program was conceived, Boliv 
foreign exchange costs, to feed her people, to ke^ the mining ( 
industry in operation, and to prevent the collapse of the 
national economic structure, v/ere all fixed costs, whereas the 
price of tin was still going down and Bolivia lost §715,000 for 
every droD of one cent ner nound. The United Sta.tes assistance 


price of tin was still going down and Bolivia lost §715 


every drop of one cent per pound. The United Sta.tes assista 
program would keep Bolivia from drowning for the time I^^ng, 
additional help was needed to get Bolivia across the ricrer^ 
by which the Foreign Minister meant that Bolivia needed^asg 
ance for economic diversification which would remedy her*fS 
dependence on the price of tin. ^ 
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Cabot replied that the Department faced domestic diffi- 

In justifyinr the kind of additional assistance which 
the mflivians desired. He hoped that the Bolivian Governrnent 
vjould do everythin^ in its povjer to put us into a position from 
v;hich at a later date we should be able to Justify further assist¬ 
ance to Bolivia. 


The foreign 


7./r 

i'i 


ini 


st er 


inquired whether Llr. Cabot had in mind 


any particular persons 


in the Bolivian G-overnment 


Mr. Cabot 


reqp onded in the negative, and said that an example of the sort 


of 


ction he had in mind vas the settlement 


of 


the Patino compensa 


tion issue 


Sr 


. Guevara stated that a Supreme Resolution ratify 
ing the retention agreements made in June and July with all the 


large companies was 


rea 


<^y 


and 


would be Issued Immediately. Regard 


ing the problem of evaluation of the expropriated properties, he 
said that his Government had invited the compa.nies to initiate 
negotiations immediately and was av/aiting the designation by the 
comoanies of representatives for this purpose. 


Mr. Cabot said that another case he had in mind i:o.s that of 
Panagra, against which the Bolivian Government has made tax 
claims on a basis vjhich Panagra considers Inequitable. Senor 
Guevara said that neither SeHor El^o, the La Paz representative 
of Panagra, nor Mr. Shea, the President of Panagra, whom he had 
seen recently, had ever mentioned this subject to him, but that 

he would look into it. 



Mr. Cabot then brought up the ca.se of the Bolivia Tin 
Corporation, a corporation registered in Maine, v;hose Bolivian 
properties have been "intervened" by the Bolivian Government. 

The Foreign Minister expressed surprise at our interest in this 

saying that he had supposed that Bolivia Tin was a British 


since the British Ambassad.or had been to see him 


case, 

investment, 

about it. He pointed out that there was always 
non-American capital interests might, as he 


a 


d.anger that 
contended the 

Patiho interests had done, put up the facade of incorporation 
in the United States and the sale of a few shares to American 
citizens in order to be able to claim the protection of the 

American Government. 


Mr, Cabot recognized this danger and told Mr. Hud.son that 
we must be sure of the extent of the American ownership of 
Bolivia Tin. Mr. Hudson said that an effort was already being 
made to determine this factor. We were not sure that there 
was any substantial American interest in the firm, and further¬ 
more we were not presuming to pass Judgment on the facts and 
the law in this case. However, we were concerned about the 
background of emotionalism and agitation of public opinion 
which marked the case, and we hoped that the Foreign Minister 


would 
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would- taXe an interest in it to insure that the company should 
obtaii? fair treatment and that the case should not become a 


source oi friction betv/een our tvjo G-overnments. "ie believed 
that this case and that of Panagra v;ere potentially important 
as sources of misunderstanding of Bolivian policy by foreign 


capital. Bolivia had procla.imed that its nationcolization of the 


Big Three 
pur 


\ P. S 0. 


special 


sue 


case and that far from intending to 


a 


policy of nationalization it v/ished to attract foreign 


private capital, 
sincerity of these 


In order to obtain general acceptance of the 
pronouncements Bolivia would have to be 


especially careful to avoid misund.erstanding abroad of its hand 
ling of cases like these tv;o. 


hr. Cobot pointed out that the United States policy of assist¬ 
ance to Bolivia had already provoked considerable criticism in 
this country. Ue had to be mindful of this criticism, and we 
should be less capable of helping Bolivia in proportion as any 
actions of the Bolivian Government might give rise to an increase 
in such criticism. 


Referring to a Uall Street Journal article of ITovember 2 
criticizing Bolivia and United States policy toward Bolivia, 

Sehor Guevara said that the attitude of the J ournal appeared to 
be based on bad information. He planned to go and talk with the 
editors of the J ournal and also to write them a letter explaining 
that nationalization T;as not a. policy of the Bolivian Government. 

He wondered what advice Mr. Ca.bot could give him regarding this 
proposed action. Mr. Cabot suggested that he talk v.dth the editors 
first and d.eclde afterward v;hether to m^ite a letter. 


The Foreign Minister then pursued further the topic of 
Bolivia’s hospitality to foreign private capital. His Government, 
he said, had reversed the policy of the preceding governments 
with rege^rd to petroleum investments and now had an open-door 
policy, as evidenced concretely by the favorable terms which it 
had accorded to Glen McCarthy, The Government was also studying 
legislation v;hich would provide for the pa.rticipation of private 
capital in the operation of certain of the na.tionallzed mines. 

Mr, Cabot said that he wished to make it clear that the 
United States Government vjas not sealing to force an entry for 
new private capital in Bolivia. The admission of new private 
coital was a matter for the Bolivian Government itself to 
decide on the basis of the interests of Bolivia. The only thing 
that we were insisting on was that American capital shouloBbe 
respected once it had entered Bolivia, because otherwise diffi¬ 
culties would arise in relations betv;een our tw^o Governments, 
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^e^.or 'j-ueVF.ra thrn developed the idea that the only 
prac'-^icable fields of operation for private capital in Bollvie 


nat the only 


10 da } 

to at-^ 


T - o 


.-rac 
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minlna and petroleum emMtati 


capital to the 


o r' 


fields, but under teresent 


Bolivia would try 


circum 


stences it could not be hoped that foreipn private capital v;ould 
participate in the agricultural development of the country 
H 

•p 


wished to emphasize that Bolivia vjould have to rely on fund 
rom public sources for — 4 - 


riculturaL develooment. 


Mr. 


Gaboo 


expressed the view that when the Bolivian economy had been 


u 


<^tabilized private capital might very well come to Bolivi 
11 sorts of 




for 


uip 


For the moment, he 



ed with the 


Foreign Minister that mining and petroleum exploitation wers 


the only lihely fields for private investment. It was still 
doubtful that much private capital could be attracted even to 
the 


o o 


efforts 


fields, and a great deal would depend on the attitude and 


of 


th 


Bolivian G-overnment itself. 


Ambassador Andrade brought up the subject of Bolivia’s need 
for further assistance after the expiration of the present aid 
program. Mr. Qibot said that there were at pi-esent too many 
variable^, or unknown factots, for him to be able to give an 
answer on this point. He listed these variables as follov;s: 

1 ) The future of United States aid progra,ms in general is 
i n doub t. 


2 ) United States loan xoolicy has still not been fully defined. 
He expected that the Eisenhox'/er report x;ould bring this question 

to a head and that it would be sharply debated in coming months, 
but he thought that this debate would produce a decision. Since 
he could not anticipate the action of Congress, hov/ever, he vjas 
not in a i:)Osition to promise anything. 

3) VJe were still uncertain hox/ solidly we could get Congres¬ 
sional and public opinion behind us in recommending further 
assistance to Bolivia. 


4 ) Much would also depend on what 
help themselves. 


the Bolivians did to 


After expressing the determination of Bolivia to take all 
possible measures of self-help, the Foreign Minister said that 
he appreciated our inability to give him immediate answers to 
his questions but that he did want to pose the problem as widely 
and completely as possible among officials of the United States 
Government who would be concerned x^lth it. VJ'ith the present aid 
program Bolivia could get along until June 1954. This aid would 
have been thrown away, hov/ever, if "ollvla were left to sink 
after that date. To escape drowning Bolivia would need further 


emergency 
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assistance (food) and would also need help toward 


increasing her domestic agricultural production. 


The million 


or emergency 
tiian an expo 


.inic 


assistance would serve for little more 


o 


m. 


He expected that self-help 


measures 


v;hich his G-overnment was 


taking would result by the 


end 


of 1955 in the covering of substantial pa,rts of Bolivia's present 


deficit in sugar and petroleum products. 


However, these 


ef f 0 


V* ^ 

0 . 0^3 


and the emergency 


clinic 


assistance alrecudy promised would 


not in themselves suffice to solve the problem, and Bolivia 
would need additional develoornental aid. He realized that this 
need was not Immediate, 


since Bolivia could probably not imi 


d .1, 


tely make good u'" 


o G 


of 


Cl 


large devei opmental credit; but he 


did want to prepare the way for developmental loans and furth 


For this purpose he wanted 


grant assistance in the necur future, 

to give the full background of the Bolivian situation personally 
to aiepropriateofficlals in the Department of State, the Treasury 
Department, the Foreign Operations Administration, the Export- 
Import Bank, the International Bank, and the Interna.tional Mone¬ 
tary Fund. He also wished to pay a visit to Dr. Milton Eisenhower 
Mr, Cabot said that the Department would help set up meetings 
for him xiTlth the United States officials whom he wanted to see, 
and suggested tliat he make his ovm arrangements directly with the 
IBRD and the IMF. 


Mr, Cabot expressed doubt whether the IBRD would be able to 
consider loans to Bolivia in view of the status of default of 
Bolivia*8 foreign indebtedness. The Foreign Minister replied 
that, while Bolivia was obviously not in a position immediately 
to initiate payments on the defaulted debt, he was prepared to 
discuss this subject with the IBRD and try to make some satis¬ 
factory arrangement. Although Bolivia's present situation was 
very difficult, her long-term prospects were promising. 

The Foreign Minister then inquired about Mr. Cabot's views 
on the present political situation in Bolivia, remarking that 
the G-overnment ms.s now under attack by the Communists and that 
these attacks had been of such severity as to provoke the 
Government into arresting the editor of the Communist newspaper 
El Pueblo . 

Mr, Cabot asked that the Bolivian Government not misunderstand 
\ the position of this Government regarding the Communist problem 
^ in Bolivia. We should be very seriously concerned if the Bolivian 
Government should permit Communists to hold official positions 
or if there were any Communist Influence on the actions of the 
Government. Further, we were disturbed about attacks in the 
United States on our policy tov;ard Bolivia which were based on 
the allegation that the Gibvernment of Bolivia was pro-Communist. 


However, 









Howevei-, Vie had not completely suppressed the Communist party 
in the United States, and we were not askina that the Bolivian 
G-ovcrnment do so in Bolivia. 

Sehor G-uevara stated categorically that there were no 
C 0 minunists in any important positions in the Bolivian Gov-r^rnment, 
Ambassador Andrade said that'he had interpreted United States 
assistance to Bolivia as meaning that we were convinced that the 
Paz Estenssoro Government was non-Communist. Mr, Cabot assured 
him that we would not have assisted a government v;hlch we con¬ 
sidered Communist. 

SeTlor Guevara stated that there v;ere a good many important 
people in Bolivia \:ho were anti-American but ;;ere not Communists. 
In fact, he said, the Government Itself had until recently been 
split between two groups, one of which maintained that the United. 
States was interested only in conserving its imperialist hegemony 
in this hemisphere and was not concerned about the fate of the 
subject peoples, whereas the other group had maintained that it 
T?as the policy of the United States to help the Latin American 
peoples achieve their a.splrations because the United States 
believed that such progress by its neighbors was in its own 
interest. Tlie present program of aid to Bolivia had placed the 
latter group in a position of dQmlne.nce. 

Mr, Cabot commented that we had indeed consulted our oim 
interests in reaching the decision to assist Bolivia, as he had 
explained franlcly in his address on October 14. 
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